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CONFIDENTIAL TOKYO 16544 

E.O. 11652: GDS 
TAGS: EAID, JA, CB 

SUBJECT: EXCHANGE SUPPORT FUND (ESF) - CAMBODIA 
REF: TOKYO 15863 (NOTAL) 

SUMMARY: GOJ WILL NEGOTIATE BILATERAL ESF EXTENSION WITH 
GKR AND, HOPEFULLY, EXCHANGE LETTERS OF EXTENSION DEC. 26. 
GOJ CANNOT MAKE FORMAL PLEDGE UNTIL BUDGET PASSES DIET IN 
MARCH. IT IS VERY DIFFICULT, IF NOT IMPOSSIBLE, FOR GOJ 
TO INCREASE ESF CONTRIBUTION ABOVE 7 MILLION 
DOLLARS LEVEL. GOJ HOPES FOR MEANINGFUL PROGRESS TOWARDS 
NEGOTIATED SETTLEMENT IN 1975. END SUMMARY. 

1. ON DECEMBER 18 EMBOFFS MET WITH HANABUSA, DIRECTOR. 

AND KAZUHARA, DEPUTY DIRECTOR, FIRST SOUTHEAST ASIA 
DIVISION, FONOFF, TO REVIEW RESULTS OF RECENT ESF DONORS' 
MEETING AND AGAIN REQUEST INCREASED GOJ CONTRIBUTION. 
HANABUSA MADE FOLLOWING POINTS: 

2. GOJ WAS DISAPPOINTED THAT NO PLEDGES TO ESF OTHER THAN 
THAT OF USG WERE MADE DURING DONORS' MEETING. IN PAR- 
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PLEDGE; TOKEN CONTRIBUTION, SIMILAR TO THAT OF MALAYSIA, 
WOULD HAVE BEEN FEASIBLE. INDONESIA'S CONCERN OVER EFFECT 
OF CONTRIBUTION ON ITS ABILITY TO OBTAIN AID IN FUTURE WAS 
UNWARRANTED SINCE IT WILL BE VERY DIFFICULT FOR INDONESIA 
TO JUSTIFY AID RECEIPT NEXT YEAR UNDER ANY CIRCUMSTANCES. 

IT IS HIGHLY UNLIKELY INDONESIA WILL CHANGE ITS MIND. 
PHILIPPINE POSITION DIRECTLY TIED TO THAT OF INDONESIA, 

I.E. IT WILL CONTRIBUTE ONLY IF INDONESIA DOES SO. 

3. FONOFF HAS INSTRUCTED GOJ EMBASSY PHNOM PENH TO 
NEGOTIATE EXTENSION OF JAPAN'S PARTICIPATION IN ESF WITH 
GKR; IT ANTICIPATES THAT LETTERS TO THIS EFFECT WILL BE 
EXCHANGED DECEMBER 26. WHEN GOJ DRAFT BUDGET IS PREPARED 
(HOPEFULLY IN EARLY JANUARY), FONOFF WIILL BE REASONABLY 
SURE THAT FUNDS FOR ESF CONTRIBUTION (7 MILLION DOLLARS) 

WILL ACTUALLY BE APPROPRIATED, BUT, EVEN SO, WILL NOT BE ABLE 
TO ADVISE GKR OF CONTRIBUTION UNTIL BUDGET PASSES DIET, 
PROBABLY IN MARCH. 

4. IT WILL BE QTE EXTREMELY DIFFICULT, IF NOT IMPOSSIBLE 
UNQTE FOR GOJ TO INCREASE EFS CONTRIBUTION. THIS IS 
PARTICULARLY SO UNDER SITUATION OF OTHER COUNTRIES NOT 
INCREASING THEIR CONTRIBUTIONS, USG INSISTENCE ON 
MATCHING FORMULA, AND NEW ZEALAND'S WITHDRAWAL FROM 
ESF. INDEED, GOJ IS CONCERNED THAT IF GKR DOES NOT 
CONTRIBUTE TO ESF. USG'S MATCHING CONTRIBUTION MIGHT 
ACTUALLY DECREASE IN 1975 COMPARED TO 1974. GOJ IS NOT 
OPTIMISTIC THAT ESF CONTRIBUTIONS WILL REACH $40 MILLION 
GOAL IN 1975, BUT INCREASED USG PL 480 OR CIP AID COULD 
HELP COMPENSATE FOR SHORTFALL. 

5. GOJ HAS SUPPORTED GKR POLITICALLY, BUT ECONOMIC AID 
IS CLOSELY RELATED TO POLITICAL SITUATION. THERE SHOULD 
BE MEANINGFUL PROGRESS TOWARDS NEGOTIATED SETTLEMENT 
DURING 1975. IF THERE IS NO PROGRESS, POSITION OF GKR 

AND FRIENDS AT UN WILL BE ERODED NEXT YEAR. WHAT SHOULD 
BE DONEAS SOON AS POSSIBLE IS THAT ALTERNATIVES TO 
CONTINUED FIGHTING, AND WHAT OTHER SIDE MIGHT ACCOMPLISH 
THROUGH NEGOTIATIONS, SHOULD BE MADE CLEAR TO OTHER SIDE. 
HODGSON 
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